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higher percentage of mentally ill people in appropriate community settings than in
regional treatment centers (RTCs). Actual savings will depend upon the rate of this
movement and the cost of community care.

Based on DHS data, CORE projects that annually, about 1,080 mentally ill (MI) clients
would receive treatment in community settings rather than in an RTC. This means that
400 RTC MI beds would no longer be needed, for a net savings of almost $2.7 million
the first year and $7.9 million in subsequent years. This projection accounts for severance
costs for employees dislocated from RTCs as a result of this change to more community
placements.

Recommendation 5: Adopt an outcomes orientation

Agency budgets

Focusing on outcomes will enable agencies to better evaluate whether programs are
working effectively and will help the state avoid expensive mistakes. This focus will
require additional staff time to develop valid outcome measures and evaluate programs.
As an example of the costs of setting outcome measures, the CORE Budget Project
estimated that it cost $24,000 for the Office of Waste Management and $6,000 for the
Department of Transportation to contract for consultant services to determine outcome
measures for one program for each agency. An unmeasured amount of agency staff time
also went into these efforts. Health and human services programs tend to be large,
encompassing many complex issues and therefore many variables. This makes it difficult
to determine appropriate outcome measures and to evaluate these programs. Thus, it can
be assumed that the cost of determining outcome measures for all health and human
services agencies programs would be substantiall — as would the savings from
discontinuing programs with poor outcomes.

State-local relationships

The most tangible benefit of an emphasis on outcomes between the state and local entities
would be for local administrators, who would be able to focus their efforts and staff time
on achieving results, rather than on complying with overly detailed and prescriptive
administrative requirements. However, the state would also realize a benefit. Although
quantitative data on the cost of writing rules, bulletins, and procedures manuals is not
available, state agency experts say it is significant. An outcomes approach could cut these
costs noticeably.

The overall effect of an outcomes approach would be cost-neutral for state agencies. Staff
time now spent on rules and procedures could be shifted to technical assistance (to help
local agencies achieve their desired outcomes), program evaluation (to determine actual
outcomes), and enforcement of a smaller set of rules.
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Providers

Focusing on outcomes achieved by providers is expected to be cost-neutral. If outcomes
are eventually used to determine payment, however, this approach could generate savings
for the state by encouraging efficiencies in service delivery.

End-users

Long-term cost savings should be realized throughout the system when providers are
better able to respond to customer needs for assistance in the most cost-effective way. The
real benefits of focusing on outcomes for end-users, however, are the long-term effects
of achieving health and self-sufficiency for as many citizens of the state as possible.

Recommendations 6 through 8: Improve accountability in rules

Designing and implementing a rule review and repeal process would initially be costly,
primarily in terms of staff time. Agencies are unlikely to undertake this effort without
incentives or mandates to do so. It is difficult and time-consuming to design objective
standards for repeal, especially in the category of customer rights and protection.

An example of the time-consuming nature of this process is the current MDH review and
repeal of some nursing home rules that exceed federal regulations. Now nearing
completion, this project has required two years and two full-time employees. In the long
term, as the number of unnecessary and obsolete rules diminishes through implementation
of this recommendation and as rules are written differently, the costs of maintaining rule
review and repeal activities should diminish.

To allow rule waivers, state agencies would have to develop a waiver review process and
determine standards for granting waivers. The staff time required to implement these is
unknown. Costs could escalate temporarily if additional staff or contractors are needed
to get this process underway. Some innovative approaches may require changes in federal
law. Pursuing federal law changes would be time-consuming for state staff but likely
worthwhile over the long term.

Rule waivers offer a good potential for savings in the cost of doing business and
providing services. Providers and HHSDs could devise plans that match their own
resource capacities while still accomplishing desired results for customers. Finally, the
state’s commitment to allowing waivers and emphasizing outcomes makes it more likely
that potential cost-saving innovations will be proposed.
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Recommendations 9 through 10: Establish effective
enforcement and sanctions

The costs of developing and implementing new methods of rule enforcement and
meaningful sanctions would be primarily in state staff resources. These costs could be
mitigated if staff is relieved of other duties (such as extensive rule and bulletin writing)
as other CORE recommendations are also implemented.

Recommendations 11 through 13: Become customer-focused

Empowering health and human services staff to meet customer needs requires more
flexibility in the structures that define what staff can or cannot do for people. Some of this
flexibility must be sought at the federal level. Development and implementation of ideas
that require federal waivers or law changes necessitate a great investment in staff time and
resources. Staff training would likely be needed to attain the kind of attitude shift
necessary to have a true customer focus. Further costs would be incurred in developing
avenues for customer feedback and communication.

However, the potential payoffs from staff empowerment are multiple. By allowing staff
to serve customers effectively, agencies become more efficient. Staff find more job
satisfaction through knowing they can make a real difference in customers’ lives, which
should increase productivity (by attracting the best workers) and reduce turnover.

Some human services customers may always rely upon the system, such as persons who
have severe, permanent disabilities and no source of income. Many others who use the
system, however, do so reluctantly, and hope for self-sufficiency. Empowering customers
to reach their goals also implies some initial costs in program evaluation and design of
new altemnatives. To the extent that encouraging customers to reach their goals means
eliminating their need for human services, this recommendation could create significant
savings or cost avoidance.

One source of savings would come from reducing the number of long-term human
services customers. Another possibility is that future growth in the human services budget
would be forestalled by serving more customers for the same amount of money. These
possibilities can only be quantified based on programs and policies yet to be developed
or refined.
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IMPLEMENTATION

o create a framework for understanding both the scope and level of difficulty in

implementing each of CORE’s recommendations for the human services delivery

system, an implementation plan and time line were developed for each of the
recommendations.

Major changes would be necessary in order to implement the recommendations. The
process of change can be divided into three areas: (1) changes that could be made
administratively; (2) changes that would require new state statutory authority; and (3)
changes that would require federal involvement, such as new federal law or new or
amended waivers.

Table 4 on the next page illustrates the changes necessary for each recommendation. In
each case, a check mark (v') indicates that a new administrative policy or state law is
needed for implementation of the recommendation. Specific state statutory changes are
indicated with bullets (). Federal waivers or law changes are indicated in the “federal
change” column.

Administrative changes include some of the responsibilities of the secretary, such as
improving data collection and uniformity standards or developing outcome measures for
planning and evaluating all programs. Administrative changes also include shifts in
managerial style to encourage a customer focus.

Recommendations that need state statutory authority include establishing the executive
office and responsibilities of the secretary, creating health and human services districts,
and developing new funding formulas.

Federal law changes would be needed to implement an outcomes focus in some areas,
such as reimbursing providers on the basis of customer outcomes. Federal waivers would
be needed to make some of the changes to accountability, such as waiving some rules.
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Table 4. Implementation Plan

Create a secretary for health
and human services.

v (see CORE
executive

recommendations)

e Create a vision for health
and human services,

e Establish state health and
human services agency
missions.

¢ Ensure coordination and in-
tegration of health and hu-
AN Services programs.

¢ Exercise comprehensive
policy and budget
responsibility.

* Develop and maintain hu-
man services data collection
and information,

¢ Coordinate legislation and
oversee rule development.

o APA

Some waivers or
law changes may
be required.

Establish a minimum and
adequate level of services
designed to meet basic needs.

¢ Categorical grants | Some approvals or

Create a new HHSD grant.

* CSSA waivers may be re-
v (see funding quired,

below)
® (Categorical grants | Some waivers or
e CSSA approvals needed.
v (new formula) Change OAA
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e Use outcome measures in v v (See CORE
agency budgets. budget recom-
mendations)
¢ Focus on outcomes in state v/ (some) | ¢ CSSA
relationships with HHSDs. v
e Focus on outcomes in state- ¢ Many statutes Some changes to
provider relationships. regulating laws and rules or
providers waivers needed.
e Focus on outcomes when ® Many statutes Some changes to
planning or delivering ser- v regulating laws and rules or
vices to citizens providers waivers needed

plement meaningful sanctions
for noncompliance with rules.

Write rules to target potentially v/ v/ Some changes to
critical situations and to laws, rules, and
outline minimal acceptable agency
standards. procedures needed.
Review and repeal some rules. o APA Some changes to
v/ laws and rules or
waivers needed.
Permit regulated entities to v (some) o APA Some changes to
apply for waivers from v laws and rules or
existing rules. waivers needed.
Agencies investigate and im- v v (may need) Some changes to
plement new and effective laws and rules or
enforcement strategies. waivers needed.
Agencies investigate and im- v v (may need)

Clearly define health and hu- v/

man services customers.

Empower staff (state and lo- (Linked to funding

cal) to serve customers. and rules)

Empower customers to achieve (Linked to funding Some changes in
their goals. and rules) federal rules or

waivers needed.




82

Implementation time line

Changing systems takes time. While structures of bureaucracies are unwieldy and change
slowly, altering any organizational culture is a long-term, transformational process.

As the implementation plan indicates, many of the changes that would be needed can be
accomplished by state and local governments. This means that some of the recommen-
dations could be implemented immediately. Many others would require time to work out
the details.

To illustrate the planning necessary to realize CORE’s recommendations for the human
services delivery system, Table 5 on Pages 83 and 84 provides projected dates for the
start and full implementation of each of the recommendations. Although it suggests a
rather ambitious starting point (the 1993 legislative session), full implementation dates
could remain the same even if initial legislation were not passed until the 1994 session.

Some important points should be noted:

® Recommendation 1, establishing a secretary for health and human services, is
scheduled to begin in 1995, after the end of current agency commissioners’ terms.

= Recommendations 2, 3, and 4 are linked and have the same date for full implementa-
tion. CORE recommends that legislation be passed by 1994 to develop a plan for the
creation of health and human services districts and that work begin immediately on
development of a set of “minimum and adequate”™ services.

= Some work could begin immediately on implementing Recommendations 5 through 13,
although state statutory changes and some federal waivers may be required to
implement the recommendations affecting rules.

The recommendations that require federal waivers or law changes have the longest time
lines, because of the difficulty of effecting change at the federal level. Many recommend-
ed shifts in focus, however, could be started while the structural changes are being
planned and developed. In particular, state and local agencies could begin immediately
to change to management styles that focus on customer service.

Beginning implementation immediately does not necessarily mean that change would
occur rapidly. For example, enabling state agencies and local entities to fully adopt an
outcomes orientation and a customer focus would require some structural changes that
must be realized through the implementation of other recommendations. Additionally,
because changing from a process orientation to a customer focus requires a culture change
within state and local agencies, it is expected that an eight-year process would be
necessary to reach these goals.




Table 5. Implementation Timeline

1994-1995

1996-1997

CORE introduce, legislature pass bill
specifying authority of secretary and

agency commissioners.

Appoint secretary 1/1/95. Establish
comprehensive budget and policy re-
sponsibility.

Vision, agency missions, program inte-
gration and coordination, rule and data
standards established.

Uniform data standards and new rule
standards fully implemented.

HHS Districts

CORE introduce, legislature pass bill
requiring a plan for HHS districts by
2/15/94.

Agency bill specifying district con-
figuration and authority. Executive
branch works on implementation plan.

Tmplementation 7/1/97.

new funding formula, eliminating
state categorical grants.

tion to coincide with implementation of
HHSD:s.

“Minimum and adequate™ CORE introduce, legislature pass bill | Agencies, legislative staff, others Full implementation by 7/1/97.
services package requiring a new list of services and develop services and priorities list.

priorities. Pass bill 1995 session.
New social services funding CORE introduce, legislature pass bill Agencies develop a new funding for- Implementation 7/1/97.
formula requiring HHS agencies to design a mula. Pass bill requiring implementa-

Use outcome measures in
HHS agency budgets

Continue present implementation.

Continue to increase outcome measures
in HHS budgets.

Full use of maximum possible number
of cutcome measures by FY 1997
budget.

statutes and rules regulating provid-
ers. .

to implement an outcomes focus or
pilot projects.

Focus on outcomes in agency Make administrative changes where Agencies continue current review of Pass any bills necessary to fully imple-
relationships with HHSDs possible. rules and include unnecessary parts in ment this recommendation.
Revisor’s bill for repeal.
Focus on outcomes in state re- CORE introduce, legislature pass bill | Agencies include unnecessary rules Agencies work with federal HHS to Full implementation of outcomes-
lationships with providers requiring agencies to review state parts in Revisor’s bill for repeal. change federal rules or laws necessary focused pilot projects by 7/1/2000.

Focus on outcomes in services
delivery to citizens

i
l

Agencies provide technical assistance
to encourage direct service providers
to focus on outcomes.
MFIP implementation.

Agencies introduce, legislature pass bill
to change statutes that unnecessarily
hamper an outcomes focus.

MFIP implementation.

Agencies work with federal HHS to
change federal rules or laws necessary
to implement an outcomes focus.
MEFIP evaluation.

Full implementation of outcomes-
focused pilot projects by 7/1/2000.
MFIP evaluation




Write rules to target critical

CORE introduce, legislature pass bill

Agencies identify necessary state statu-

Full implementation by 7/1/96.

sitluations, and to outline requiring agencies 1o review internal tory changes, and write necessary
minimal acceptable standards || rulemaking standards. Clarify in legislation.
APA, if necessary,
Review and repeal existing CORE introduce, legislature pass bill | Agencies continue current review of Agencies write any state bills, & work Full implementation by 7/1/2000.
rules making changes in APA and rules and include unnecessary parts in with federal HHS to change federal
rulewriting process (CORE Rules Revisor's bill for repeal. rules or laws necessary to fully im-
project). Agencies begin or continue plement this recommendation.
rule review.
Permit regulated entities 1o CORE introduce, legislature pass bill | Secretary’s office write rule for waiver | Agencies write any state bills, & work | Full implementation by 7/1/2000.

apply for waivers from exist- requiring agencies to determine a review process and standards. Based with federal HHS to change federal
ing rules process and standards for waivers. on requests, agencies identify state and | rules or laws necessary to fully im-
federal rules that need revision. plement this recommendation.

Implement effective enforce- CORE introduce, legislature pass bill | Agencies identify state statutory chang- | Full implementation by 7/1/96.
ment strategies requiring agencies (o determine new, | es needed, and write necessary legisla-

effective enforcement strategies. tion,
Implement meaningful sanc- CORE introduce, legislature pass bill | Agencies identify state stattory chang- | Full implementation by 7/1/96.
tions for noncompliance with requiring agencies to determine new, | es needed, and write necessary legisla-
state regulations meaningful sanctions for noncom- tion.

pliance with state regulations.

Clearly define health and (This will be part of the bill outlining | Link to definition of mission for agen- Full implementation by 7/1/2000.
human services customers duties of the HHS Secretary.) cies.
Empower gtaff to serve cus- (Statutory provisions and time lines Full implementation by 7/1/2000.
omers to implement this recommendation

are linked to funding and rules rec-

ommendations.)
Empower customers to (Statutory provisions and time lines Full implementation by 7/1/2000.
achieve their goals 10 implement this recommendation

are linked to funding and rules rec-

ommendations.)
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CONCLUSION

innesota is a leader in its commitment to health and human services. Many of

its ideas and programs have served as models for the rest of the country. Still,

the system is far from perfect. Good intentions get waylaid by the barriers
described in this report. These prevent success in the human services system and contri-
bute to a persistently negative public perception of human services in general. Reform is
not a one-time event, but a process of continual change. Time and many positive
experiences with a reformed system will be necessary to dispel these negative images.

Implementation of these recommendations would make significant progress toward
improving Minnesota’s human services delivery system:

= The system needs leadership to guide development of a clear vision and coordinated
missions. Instituting a secretary of health and human services could create an environ-
ment conducive to leadership and cooperation.

® The administration and delivery of human services have both become fragmented.
Implementing health and human services districts and establishing a set of basic
services along with a new health and human services block grant would reduce this
fragmentation.

® Multiple pressures have driven the system toward process and away from results.
Making pragmatic changes in the state’s approach to rules for human services and
emphasizing outcomes in areas where the state provides funding could help to reverse
this trend.

® The health and human services system exists to serve the citizens of Minnesota. The
recommendations in this report emphasize the importance of adopting a customer focus
at all levels of administration to make the system more responsive to its customers.

Health and human services constitute the government’s attempt to bridge the gap between
need and self-sufficiency — temporarily for some people, permanently for others.
Government, however, does not and should not play this role alone. Many nonprofit
organizations, private-sector firms, and volunteers are significantly involved in helping
to meet people’s needs. It is appropriate for government to expect families, churches,
community groups, and individuals to be the first to respond to human needs. Ultimately,
the success of society depends on how well these elements work together to give
assistance when and where it is needed.
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APPENDIX A

INTERVIEW INVENTORY

ORGANIZATION/AGENCY l INDIVIDUALS INTERVIEWED

Anoka County Julie Brunner, Director

Department of Social Services Bob York, Program Director
Anoka County Jerry Vitzhum

Jobs and Training Center

Anoka County Schools Sue Butler, Director of Special Edu-

cation

National Human Services Organizations

| Contacts made by telephone. Num-

ber of organizations contacted: 15.
Number of people interviewed: 20.

California, Indiana, Kansas, Kentucky,
Maryland, Nebraska, Ohio, Oklahoma,
Oregon, Rhode Island, South Carolina,
Texas, Washington, and Wisconsin

Contacts made by telephone. Num-
ber of people interviewed: 17.

Departments of Human Services

Office of Ombudsman for Mental Health | Bruce Johnson, Director

Office of Attorney General Gail Olson and Human Services staff

Department of Jobs & Training Executive Team

Department of Jobs & Training Paul Wasko, John Brenneman

Department of Human Services Executive Team

Department of Human Services Barb Anderson, Bob Baird, Jim
Campbell, Jon Darling, Neil Dough-
ty, Dennis Erickson, John Gostovich,
Joel Kvamme, Ron Lang, James
Loving, Steve Nelson, Dan Newman,
Al Rasmussen, Phil Sorenson, Dr.
Cindy Turnure, Gwen Wildermuth,
Helen Yates, John Zakelj

Department of Finance Anne Barry, Dave Johnson, Lois
McCarron, Pam Wheelock

Department of Health Ryan Church, Andrea Walsh
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ORGANIZATION/AGENCY | INDIVIDUALS INTERVIEWED

Departments of Human Services, Health, | Two focus groups of middle manage-
Education, Corrections, Jobs & Training, | ment and professional staff
and Housing Finance

Association of Minnesota Counties Pat Conley; six county administrators
Itasca County Social Services Tom Papin, Director

Joining Forces, Itasca County Anne Huntley, Director and members
Washington County Social Services Jim Schug, Director

DHS Mandates Advisory Committee Committee members

Senate Counsel & Research Michael Scandrett, counsel

House Appropriations Committee Marcie Jefferys, fiscal analyst

Human Services of Faribault & Martin Duane Shimpach, Director
Counties
Dakota County Social Services Dave Rooney, Director; Helen
Dahlberg, Beth Fossen, Susan
Askelin

Minnesota Association of County Social | Focus Group: Board of Directors
Service Directors

Association of Minnesota Counties Meetings in Twin Cities, Mankato,
and Fergus Falls

DHS County Commissioners Advisory Advisory Committee members
Committee

Minnesota Planning Marilyn Larson, Susan Roth
Humphrey Institite Paul Light, Ted Kolderie
Citizens League Lyle Wray

Minnesota Chamber of Commerce Bill Blazar

Minnesota Business Partnership Estelle Brouwer
Metropolitan Council Hal Freshley

Developmental Disability Council Dr. Colleen Wieck

State Commission on Developmental Lynette Knapp, Co-Chair

Disabilities
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F

Minnesota Social Services Association

l ORGANIZATION/AGENCY l INDIVIDUALS INTERVIEWED |

Focus Group: Mabel Brewer (Pilot
City), Gary Weiers (Mower Co.),
Norbert Bruegmann (Jackson Co.),
Judy Burens (Childrens Home Soci-
ety), Cindy Regouski (Morrison Co.),
Maureen Wilkers (Sherburme Co.),
Fay Bawek (Anoka Co.)

Itasca County Clients

Focus group

Dakota County Clients

Focus group

Project Empowerment, Minneapolis

Two focus groups: clients and provid-
ers

Interagency Committee on Long-Term
Care (INTERCOM)

Committee members and representa-
tives from senior organizations
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APPENDIX B
Recommendations Response Summary

Based on the decisions made at the Nov. 17, 1992, working committee meeting, CORE
staff prepared a 20-page document summarizing CORE draft recommendations on the
human services delivery system. This document was mailed to about 90 affected state
agencies, associations, and other interested groups and individuals to seek their written
comments.

CORE received 27 responses: six from state agencies, 13 from counties, and eight from
associations and special interest groups.

This summary outlines these responses on the four broad recommendation areas: state
health and human services organization; local health and human services organization;
health and human services funding; and health and human services delivery.

State health and human services organization

Department of Human Services: A secretary must have the ability to appoint both
commissioners and assistant commissioners, in order to initiate change in the “short 4-
year window of opportunity.” The department is concerned that the secretary will be so
far removed from agencies that “depth of understanding of concerns and impacts becomes
questionable.” The agency supports the recommendation to coordinate data collection.

Department of Health: The recommendation for a secretary will “diminish the public
health perspective” as public health represents a small portion of the state health and
human services budget. The agency recommends “less disruptive, more acceptable, less
costly, probably more effective alternatives,” such as “interagency discussions/forums.”
If the secretary recommendation is implemented, “changes to the secretary’s responsibili-
ties . . . should allow more autonomy to agencies while improving coordination.” These
changes include maintaining the responsibilities for agency vision, mission, and budget
within each agency. '

Department of Finance: A comprehensive vision for health and human services may not
be helpful. The response seems to indicate that present management incompetence is the
real issue and that a secretariat system does not address this issue. Secretary authority to
balance funding priorities among programs and agencies “will not work” because
secretaries will not be above turf issues and will not be able to respond to the interests
of the state as a whole. The secretarial model “is more hierarchy, another layer of control
and is based on the notion that a high-level individual holds the key to making things
work.” Recommends “networked solutions” championed by Osbormne and Gabler.

Minnesota Planning: Recommends restructuring services instead of agencies. “Depart-
ments should be organized around the needs of customers . . . consolidating services for
children and their families into one or two departments that span the whole range of
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health, human services and education may be a better way to go.”

Governor’s Planning Council on Developmental Disabilities: The creation of a vision for
the human service delivery system is “crucial.”

Pat Conley, Association of Minnesota Counties (unofficial response): Questions whether,
“a Governor would be well served by having only 6 secretaries instead of the 26
department heads in which to communicate.” Strongly supports the concept of having
state goals and plans and “if it takes a secretary to make department heads do statewide
planning, so be it.” Urges the secretary to include local staff and officials in the planning
process.

Paul McCarron, Anoka County commissioner: “While county government is not in a
position to direct state organization, any effort at coordination and integration of programs
at the state level would be welcome . . . .”

David L. Sayler, director of Wilkins County Family Service Agency: “The Secretary of
Health and Human Services would be an excellent way to coordinate fragmented services
and create an overall vision for heath and human services, if the position is nonpolitical.”

Nita Aasen, director of Nicollet County Public Health Nursing Service: The secretary
“would increase the cost to taxpayers by adding another layer to government . . . .
[T]t is important that this appointee have an orientation to prevention.”

Minnesota Public Health Association: Concemed that under a secretary of health and
human services, public health will get “lost” in the human services bureaucracy.

Minnesota Alliance for Health Care Consumers: The secretary should avoid
intergenerational contests for services. This group endorses the strategies for improving
accountability.

American Federation of State, County and Municipal Employees (AFSCME): The

secretary adds another layer of bureaucracy to govenment. The development of a vision
mnlakemymzs,asmtheKICdawrmng and requires input from many interest

groups.”

Care Providers of Minnesota: 1t is unclear how the secretary will improve coordination,
because there are already coordinating committees, such as INTERCOM. What is needed
is consolidation, not coordination.

Local health and human services organization

Department of Human Services: There is “general agreement with the concept of a
different kind of structure with fewer administrative entities.” There is also general
agreement that “if you are going to take on the massive political battle to change from
84 to a lesser number of entities, you might as well go all the way to 9 or 10 entities.”
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Suggests that CORE propose the concept of a reduced number of administrative entities
and have counties group together voluntarily.

Department of Health: The agency “has found the CHS district boundaries well suited
for program planning and administration. It is expected that implementation of this
recommendation will improve service coordination and delivery to communities.”

Minnesota 2000. There should be combined planning with school districts for delivering
of health and human services primarily to students.

Governor’s Planning Council on Developmental Disabilities: HHSDs “must assure
equitable access’ to community supports and services for people with developmental
disabilities and their families.”

Pat Conley: “Any reforms suggested must respect the authority of the elected county
commissioners, because they are accountable to the taxpayers.”

David L. Sayler. Designating local health and human services districts using current CHS
region boundaries is not consistent with providing the best human services system because
the districts would be controlled by large counties and would be less responsive to low-
income individuals.

Joel Churness: Forwarded a board resolution from Lac Qui Parle County indicating that
the commissioners “strongly oppose the concept of designating local health and human
services districts based on community health services (CHS) district boundaries, and
reducing the current county agencies from 84 to 44 community health districts.”

Nita Aasen: Observed that while the CHS regions are seen as ideal structures, problems
with the stability of boundaries and minimal uniformity among regions would continue
to exist for health and human services districts.

Minnesota Association of Community Health Administrators.: The recommendation should
identify the Koochiching-Itasca-Aiken joint health and human services planning as an
example.

Minnesota Public Health Association. Supports the recommendation to create health and
human services districts using current CHS regional boundaries.

AFSCME: Noted that merging health and human service districts has been proposed in
the past and has been met with opposition from local government and other groups.

Health and human services funding

Department of Human Services: The proposal for minimum and adequate services is
“admirable in concept,” but it is difficult to determine a set of minimum services. The
legislature’s past efforts “have brought us where we are today.” There is “agreement on
including RTC monies into a block grant.” The department expects the RTC lobby to
“actively resist.”
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Department of Health: “Some mechanism needs to be included that will ensure an
appropriate level of expenditure for general and public health services.”

Department of Finance: The idea of minimum and adequate services to meet basic needs
“makes a lot of sense.” Implementation will not be easy. This approach “doesn’t help the
county with decisions about service rationing.” While the recommendations are “a good
section,” they rely on the philosophy that service needs can be determined at the local
government level. “A totally different approach” is needed, such as capitation funding.

Minnesota 2000. “The thrust of this recommendation is superb. There must be a
definition of basic needs and a clear statement on whether the local districts and or
counties will have taxing authority of their own.”

Governor’s Planning Council on Developmental Disabilities: “We have not had good
experience with CSSA, and so we reserve judgment about another block grant . . . . Any
between rural and urban areas.”

Pat Conley: Nomt!m“ﬂwpohucswmﬂdbemfﬁcxﬂtand[mbablydoomme
recommendation from the start.”

Paul McCarron: County government has long supported the principles of block grant
funding. Such problems as prescriptive requirements, the increased development of
categorical grants, the lack of additional funding for current block grants, and the
categorical requirements for county maintenance of effort funding have eroded the
discretion and flexibility associated with block grant funding.

David L. Sayler: Supports the recommendation to provide a minimum, adequate level of
service to meet the basic needs of citizens. Added that counties must be allowed the
flexibility to design service plans to address their own unique characteristics.

Nita Aasen: “Prevention has been the primary mission of public health and if . . . merged
with other types funding, prevention would be jeopardized . . . .”

Minnesota Association of Community Health Administrators: Fears that prevention and
health promotion would be funded secondarily to treatment services.

AFSCME: Concemed that the altemmative funding structure will be eroded over time, as
has occurred with other block grants. Also concemed that the proposed funding structure
would destroy the negotiated downsizing of RTCs.

Health and human services delivery

Department of Human Services: These recommendations are “strongly supported” by
DHS. The agency has recently undertaken similar efforts. Its experience shows that
“implementation of outcomes is neither easy nor inexpensive.” Success requires “close
coordination and buy off from the legislature . . . for potential to be realized.”
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Department of Health: “An emphasis on outcomes is appropriate, but the focus should
include both long-term and short-term results. The outcomes of many preventive health
interventions are not measurable for years.”

Department of Finance: This is a “well-designed series of recommendations.”
Investigation of actual programs and more detail are needed.

Pat Conley: Strongly supports the recommendations in this section. Outcome measure-
ments and greater coordination of services can be achieved through incentives rather than
mandates.

Paul McCarron: Counties would welcome a move away from process and prescriptive
state requirements to a more outcome-oriented focus.

David L. Sayler. Supports the recommendations. He added however that “implementing
this drastic change of policy from process to outcomes could be very difficult” and
recommends “a gradual implementation of this goal.”

Minnesota Alliance for Health Care Consumers: Endorses the concept of streamlining the
rule-making process.

AFSCME: Since quality is hard to define, the concept of using outcomes should be
considered over an adequate amount of time to guarantee that existing processes are not
sacrificed.

Summary of Robin Panlener’s response

In a Feb., 1993, letter to CORE Chairman Arend Sandbulte, Robin PanLener, CORE
member and president of the Minnesota Association of Professional Employees, raised
several issues regarding the CORE Human Services Project. Following is a summary of
those comments:

Generally, he objects strongly to the CORE recommendations on human services. He
agrees with the project goal of improving client outcomes but feels that the report has
another goal of expediting the closure of regional treatment centers, requiring RTC clients
to enter privately operated facilities, and that the commission has not paid sufficient
attention to the “10-year plan” for downsizing the RTCs that was negotiated between
affected parties.

He also feels that private services are not likely to meet the needs of RTC clients. He
does not agree with what he sees as the implication of the report to use outside
contractors instead of state employees to provide services. In addition, he cites the
Chemical Dependency Treatment Fund as an example of a “bad outcome” after program
funds were consolidated.
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APPENDIX C

STATE HEALTH AND HUMAN SERVICES AGENCIES AND PROGRAMS

Primary State Agencies Department of Department of Housing
Health Jobs & Training Finance Agency
Department of Department of Department of Department of
Human Services Education Veterans Affairs Corrections
Other State Entities Department of Minnesota Attorney
Finance Planning General
Office of State Boards, councils,
the Governor Legislature & commissions
|
Delivery System Minnesota School Area agencies
counties districts on aging
Indian Nonprofit Private
reservations providers providers
Other Stakeholders Judicial Law Advocacy
system enforcement groups

Human services in Minnesota are planned, delivered, regulated, or otherwise affected by
many entities. The Department of Human Services is the primary state human services
agency. The departments of Health and Jobs and Training also plan or regulate many
human services, as do the departments of Education, Veterans Affairs, and the Housing
Finance Agency. Other entities affect these agencies’ administration of human services
programs. These include executive branch offices, the legislature, various boards and
commissions, service providers, and other stakeholders.

The following tables! depict three important elements that help in understanding human
services delivery in Minnesota state agencies. The first is the identification of programs
within an agency. The second is a classification of how the program’s services are
delivered, as indicated by a «. The third indicates which agencies provide similar or
complementary services to those of the primary agency, as indicated by a+/.

Note: Agency listings are provided as background material to aid in an understanding of
how the human services system in Minnesota is organized. Because complementary
listings do not necessarily indicate duplication, these lists alone should not be used to
make specific determinations about program delivery.

1The Minnesota Guidebook to State Agency Services 1992-1995 was the primary reference source
for agency program information. (Published by the Minnesota Department of Administration,
1992.) On all organizational charts and tables, only those divisions including human services
programs are listed.
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DEPARTMENT OF HUMAN SERVICES

The Department of Human Services administers the
largest budget of any state agency — a total of more
than $3 billion annually. About three-quarters of the
DHS budget is spent on health care programs; the Med-
ical Assistance program makes up most of that percent-
age. The remainder of the department’s programs are
social services and what are traditionally thought of as
“welfare” programs. About half the DHS budget comes
from federal funds. Services are provided through var-
ious combinations of federal state, local and client
funding.

County-delivered

Health

Veterans Affairs

Education

HEALTH CARE & MENTAL HEALTH

Medical Assistance & GAMC Eligibility

Medical Assistance Prior Authorization

State Health Insurance (MNCare, HIV...ctc.)

Medical Care

EPSDT (Early & Periodic Screening-children)

Home Health Care

Nursing Homes & Preadmission Screening

Medicaid Waiver Programs

Traumatic Brain Injury Services

Community Mental Health

Regional Treatment Centers

ASSISTANCE PAYMENTS

Assistance Payments Eligibility

G.A. & M.S.A. Eligibility

Emergency Assistance

Work Readiness

<

Food Stamps

Refugee & Immigrant Assistance

Aid to Families with Dependent Children

Telephone Assistance Plan
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SOCIAL SERVICES
Chemical Dependency * N

Elderly Ombudsman & OAA programs

Family Preservation *

Child Support Enforcement * v
Child Protection *

Children’s Funds (Trust Fund & Child Care) *

Adoption & Guardianship %*

Children’s Services * N
Child & Adult Foster Care *

Child Day Care * N
Adolescent Services * N
Deaf Services *

DD Residential Programs %*

DD Day Training & Habilitation *

OTHER

Program Licensing *

107



MINNESOTA DEPARTMENT OF HEALTH

The Minnesota Department of Health (MDH) links
with local health programs through the Community
Health Services (CHS) system. Services include health
promotion, disease prevention and control, family
health, environmental health, home health and emergen-
cy medical services. The newly established health insur-
ance program (MinnesotaCare) for uninsured Minneso-
tans and the licensing and regulation of residential facili-
ties are also provided through MDH.

County-delivered
Human Services
Jobs & Training

Corrections

HEALTH PROTECTION

Refugee Health Screening Coordination

COMMUNITY HEALTH SERVICES

Public Health Nursing

MATERNAL & CHILD HEALTH

Services to Children with Handicaps

Women, Infants & Children (WIC)

Supplemental Food (MAC)

Child Health Screening & Promotion

MN HEALTH CARE COMMISSION (MinnesotaCare)

HEALTH CARE DELIVERY SYSTEMS

Managed Care Regulation/Access

HEALTH RESOURCES

Survey & Compliance

Quality Assurance & Review

Health Facility Complaints
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DEPARTMENT OF JOBS AND TRAINING

The Department of Jobs and Training
facilitates economic security by providing
programs and services that promote eco-
nomic independence and self-sufficiency
for the unemployed and underemployed.
The human services system is directly
affected by programs in the following
divisions: The division of Community
Based Services, the Rehabilitation Ser-
vices Division, and State Services for
the Blind.

County-delivered

Human Services

Training & Econ. Dev.

Housing Finance

COMMUNITY-BASED SERVICES

Self-sufficiency

Community & Economic Assistance

Head Start

Emergency/Transition Housing

Emergency Food Assistance

Work & Training

Work Readiness

Food Stamp Employment

Stride

Youth Employment & Training

Dislocated Workers

Energy Programs

Job Training Partnership Act

Rehabilitation Services

Services for the Blind
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MINNESOTA HOUSING FINANCE AGENCY

The Minnesota Housing Finance Agency
(MHFA) was created by the state legislature in
1971 for the purpose of providing “. . . sani-
tary, decent and safe residential dwellings at
prices or rentals which persons and families of
low and moderate income can afford.”

County-delivered

Human Services

Jobs & Training

Corrections

HOME IMPROVEMENT PROGRAMS

Home Improvement Loans

Property Rehabilitation and Preservation

Home Energy Loans

HOME OWNERSHIP OPPORTUNITY

Community Reinvestment

Mortgage Assistance

Indian Housing

Affordable Housing Partnership

MULTIFAMILY PROGRAMS

Homesharing Program

Family Rentals

Homeless Assistance

M.1. Rental Assistance Demonstration

Residences for Persons with DD

Subsidized Housing Preservation

New Construction Tax Credits

SPECIAL NEEDS HOUSING
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MINNESOTA DEPARTMENT OF EDUCATION

The Minnesota Department of Education
provides human services through its planning
and programs for students with disabilities,
community education, prevention and risk reduc-
tion, and child nutrition. A number of the pro-
grams listed on the table are in areas where
significant coordination with other state agencies
occurs. The agency serves 436 local school
districts and other educational agencies through a
program of planning, research, consultation,
coordination, communication and in-service
education.

School districts
Human Services
Jobs & Training

Corrections

COMMUNITY EDUCATION

Adult Basic Education

Adult Refugee and LLEP Education

Adults with Disabilities

Early Childhood Programs

Family Literacy

GED

School Age Child Care

Migrant Education

SPECIAL EDUCATION

Early Childhood Special Education

Transitional Special Education

OTHER PROGRAM AREAS

Educational Choice Programs

Food and Nutrition Programs

Homeless Programs

Youth Service and Development

Drug Abuse Issues

Violence Programs

* Agencies primarily refer clients

111



DEPARTMENT OF VETERANS AFFAIRS

The Department of Veterans Affairs assists
Minnesota veterans in obtaining benefits and
services provided by the federal Department of
Veterans Affairs. The department also oper-
ates four veterans homes that provide boarding
care or nursing care to veterans and their

Spouses.

County-delivered

g
5
17
8
B
5
T

War Orphans Education Program

Veterans Educational Assistance Program

<. |4 | Education

Veterans Preference

Claims Assistance

Guardianship

Veterans Homes

DEPARTMENT OF CORRECTIONS

The Department of Corrections, :
through the Community Corrections Act |
(CCA) and a variety of victim services |
programs, provides technical assistance
and funding to local human services
providers. The CCA is designed to
encourage development of local correc-
tion systems that include sanctions for
offenders and a variety of community

service programs.

County-delivered

Human Services

Jobs & Training

COMMUNITY SERVICES

Field Services

Community Corrections Act

Contracted Services

MANAGEMENT DIVISION

Program for Battered Women

Victims of Sexual Assault

Victims of Crime/Abused Children
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APPENDIX E. COUNTIES & CHS DISTRICTS BY SIZE AND DIRECTOR SALARIES

#of Pop, served S8 Dir. Health Dir SS&PH #of Pop. served §S Dir.  Health Dir SSAPH
counly par Salary Salary Salaries county par Salary Salary Salaties
Populati e Issi Issh (000s) (000s) (000s) Populati lssh Issi (000s) (000s) (000s)
District 1 District 11
Kittson 5,767 -1 1,153 a1 26 67 Douglas 28,674 5§ 5735 48 as 83
Marshall 10,093 5 2199 43 N/R* 43 Grant 8,246 5 1,249 a2z kL 68
Pennington 13,306 ] 2,661 40 N/R 40 Pope 10,745 5 2,149 43 n 74
Red Lake 4,525 5 805 34 N/R 34 Stavans 10,634 S 2,127 40 ar m”
Roseau 15,026 5 3,005 a8 NR 39 Traverse 4,463 5 893 35 NMR a5
Total 49,617 25 1,985 197 26 223 Total 60,762 25 2,430 198 139 337
District 2 District 12
Clearwater 8,309 5 1,662 85 a8 93 Stearns 118,791 5 23,758 66 62 128
Baltrami 34,384 5 6,877 55 40 95
Hubbard 14,039 5 2,088 46 NR 46 District 13
Lake of the Woods 4,076 5 815 aq N/A a4 Benton 30,185 5 6,037 49 ar 86
Total 61,708 20 3,085 200 78 27 Sherburna 41,945 - 8,389 58 41 09
Total 72,130 10 7.213 107 78 185
District 3
Altkin 12,425 5 2,485 40 a8 78 District 14
lasca 40,863 5 8173 66 53 18 Isanti 25921 5 5,184 51 40 o1
Koochiching 16,209 5 3,260 50 45 a5 Mille Lacs 18,670 5 3,734 42 30 T2
Total 69,587 15 4,639 156 138 292 Total 44,501 10 4,450 a3 70 163
District 4 District 15
Carlton 20,250 5 5,852 54 43 o7 Kanabec 12,802 5 2,560 28 78
Cook 3,868 5 774 41 a8 79 Pina 21,264 5 4,253 47 38 85
Loke 10,415 5 2,083 41 NMR 41 Total 34,066 10 3,407 a5 68 161
St Louls 198,213 7 28,316 73 47 120
Total 241,755 2 10,989 209 128 aar District 16
Chisago 30,521 5 6,104 50 NR 50
District 5
Polk 42,408 5 6,500 a9 a 86 District 17
Big Stone 6,285 5 1,257 36 NMR 38
District 6 Chippawa 13,228 5 2,648 49 NR 49
Backer 27,881 5 5,576 45 a8 B1 Lae Qul Parla 8,924 5 1,785 36 NM 38
Mahnomen 5,044 5 1,009 41 NMR 41 Swift 10,724 5 2,145 36 30 68
Norman 7,075 -1 1,595 a8 N/R 38 Yallow Madicina 11,684 5 2,337 44 NMR A
Total 40,900 15 727 124 38 160 Total 50,845 25 2,034 2m 30 231
District 7 District 18
Cloy 50,422 -1 10,084 N/R 40 40 Kandiohl 38,781 -1 7,752 42 40 82
Wilkin 7.516 5 1,503 40 34 T4
Total 57,938 10 5,794 40 74 114 District 19
Wright 68,710 5 13,742 60 a 103
District 8
Otter Tail 50,714 5 10,143 58 43 101 District 20
Hennepin 1,032,431 7 147,490 o7 NMR a7
District 9
Cass 21,79 5 4,358 57 48 105 District 21
Morrson 20,604 5 5021 45 41 88 Anocka 243,641 7 34,806 58 58 116
Todd 23,963 5 4,673 46 34 80
Wadena 13,154 5 2,631 51 k< | a2 District 22
Total arez 20 4,396 199 154 353 Ramsaoy 485,765 T 69,395 65 57 126
District 10 District
Crow Wing 44,249 5 8,850 55 a8 23 Washington 145,896 5 29,179 T 78 149
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District 24
Lincoln
Lyon
Murray
Pipestone

Total

District 25
Redwood
Renville

Tatal

District 26
Mcleod
Meeker
Sbley

Total

District 27
Carver

District 28
Scott

District 29
Dakota

District 30
Brown
Nicoliet

Total

District 31
LeSueur
Waseca

Total

District 32
Rice

District 33
Goodhue
Wabasha

Total

District 34
Nobles
Rock

Total

District 35
Cottonwood
Jackson

Total

Population

6,890
24,789
9,660
10,491
51,830

17,254
17,673
34,927

32,030
20,846
14,366
240,756

47,915

57,846

275,227

26,984
28,076
55,060

23,239
18,079
41,318

49,183

40,690
19,744
60,434

20,098
9,806
29,904

12,694
11,677
24,371

# of
cournty

Pop. served
per

commissioners commissioner

80!010!01

w»®»n

10

1,378
4,958
1,932
2,098
2,592

3,451
3,535
3,493

6,406
4,169
2,873
16,050

9,583

11,569

39,318

5,397
5,615
5,506

4,648
3,616
4,132

9,837

8,138
3,949
6,043

4,020
1,961
2,990

2,539
2,335
2,437

SSDir.
Salary
(000s)

NR
53
NR
31
84

43
44
87

49
a7
49
487

57
54

70

59
38
98

48
45
93

39
47
86

Health Dir

Salary
(000s)

NR

NR
NR

NR

NR

30

30

g8

39

314

52

47

31
41
72

39
39
78

38

32
32

SS &PH
Tdtal salaries

(000s)

0
83
0
31
114

78
80
158

87
801
109
101

133

a8

70

154

78
176

86

131

79
48

# of Pop. served SSDir.  Health Dir. SS &PH
county per Salary Salary  Total salaries
Population commissioners commissioner  (000s) (000s) (000s)
District 36
Watonwan 11,682 5 2,336 41 16 57
District 37
Faltault 16,937 5 3,387 NR NMR NR
Martin 22,914 5 4,583 60 34 94
Total 39,851 10 3,985 60 34 94
District 38
Blue Earth 54,044 5 10,809 57 40 97
District 39
Dodge 15,731 5 3,146 38 38 76
Steele 30,729 5 6,146 43 41 84
Total 46,460 10 4,646 81 79 160
District 40
Freeborn 33,060 5 6,612 53 34 87
District 41
Mowaer 37,385 5 7.477 44 35 79
District 42
Olmsted 106,470 5 21,294 61 43 104
District 43
Winona 47,828 5 9,566 54 45 99
District 44
Fillmore 20,777 5 4,155 39 33 72
Houston 18,497 ) 3,699 39 32 7
Total 39,274 10 3,927 78 65 143
GRAND TOTAL 4,375,099 445 9,832  $4,359 $2,786 $7.145
Totals by county and district size
8 largest courties 2,606,434 50 52,129 $565 $408 $973
21 midsize courties 893,962 105 8,514 $1,062 $834 $1,896
58 smallest courties 874,703 290 3,016 $2,390 $1,342 $3,732
45 county districts 604,429 157 3,850 $1,288 $585 $1,873
3-—county districts 351,243 45 7,805 $767 $486 $1,253
2—-county districts 541,050 120 4,509 $1,010 $769 $1,709
1-—courty districts 3,051,891 13 27,008 $1,216 $881 $2,097
(excl. Hennepin) 2,019,460 106 19,052 $1,119 $881 $2,000

SS & PHN Director salaries per 10,000 population

$3.73  Largest 8 counties (100,000+ population)
$21.21 21 midsize counties (30,000~ 99,999 population)
$42.67 Smallest 58 counties (< 30,000 population)

$6.87 1-county districts (22 districts)

$9.90 (excluding Hennepin)
$32.88 2—county districts (12 districts)
$35.67 3-county districts (3 districts)
$30.99 4-5 county districts (7 districts)

* N/R means not reported. In most cases, this is
because counties share one person for this
position.

Sources: 1990 U.S. Census; Association of Minnesota Courties 1992 salary survey.






APPENDIX F
FISCAL ASSUMPTIONS

Recommendation 1: Establish Office of the Secretary of Health and Human
Services: Savings of $497,700 the first year and $801,000 in subsequent years.

1. All personnel costs combined average or midpoint salaries with fringe benefits.
2.
3. Office and supply costs are not calculated. With a reduction of total positions, the

Numbers rounded to nearest 100.

costs could be expected to decrease.
Positions included in the Executive Office of the Secretary include:

One executive secretary @ $108,000 $ 108,000
One administrative clerical @ $ 39,000 39,000
Two chief officers @ $ 62,400 124,800
Three planning and policy professionals @ $ 56,000 168,000
One clerical support @ $ 32,500 32,500

SUBTOTAL $472,300

. Current agency positions replaced by executive office include:

5.5 deputy commissioners @ $ 80,600 $ 443,300
5.5 administrative coordinators @ $ 62,400 343,200
5.5 clerical support @ $ 32,500 178,800
5.5 planning and policy professionals @ $ 56,000 308,000

SUBTOTAL ($ 1,273,300)

One-time transition costs, including severance: 20 percent of executive salaries; 30
percent of other positions.

Deputy commissioners and administrative coordinators $ 157,300
Professional and clerical support staff 146,000
SUBTOTAL $ 303,300

Recommendation 2: Establish Health and Human Services Districts (HHSDs):
Annual savings of $2,404,000 in county funds.

1.

New districts would follow current CHS district boundaries.

2. Health and human services administrative and planning offices would be centralized

for each district, allowing 104 health and social services director positions to be
eliminated.

117



3. Savings are based on social services and public health director salary costs only.
Potential savings in fringe benefits would be offset by the costs of layoffs, severance,
or early retirement incentives.

4. Other staff reorganization for new HHSDs would be cost neutral.
5. Savings would be less if counties chose to hire additional staff with the salary savings.
6. Savings would be realized by the counties that currently are in a multi-county district

but that do not share a Social Services or Public Health Nursing Director with other
counties.

HHSD POTENTIAL SAVINGS Social Service Public Health | COMBINED
Directors Total | Directors Total TOTAL

Current expenditures for 21 small

counties in a multi-county CHS district $2,801,000 $1,703,000 $4,504,000

Proposed expenditures for 21 small coun-

ties joined into districts* ($1,218,000) ($882,000) $(2,100,000)

Savings potential per year: $1,583,000 $821,000 $2,404,000

* Based on average single-county district expenditure.
Source: Association of Minnesota Counties 1992 Salary Survey

Recommendations 3 and 4: Establish Service Equity and Create New HHSD Block
Grant: Savings of $2,679,080 the first year and $7,881,080 in subsequent years.

The HHSD block grant allows counties to choose the most appropriate treatment setting
for human services customers in need of residential care. Savings of approximately
$2,679,080 in the first year and $7,881,080 in subsequent years are expected to result
from new efficiencies in placements for some current residents of regional treatment
centers (RTCs). This is based on the following assumptions:*

1. Based on the most recent (April 1991) RTC staff standardized client assessment, 42
percent of current mentally ill RTC residents could be appropriately served outside the
RTC.

2. Ongoing state support for community alternatives would be necessary to support
community care for these individuals. The level of community alternatives needed can
be calculated based on:

a. RTCs would stop serving the 400 “easiest” residents, most of whom have RTC
stays of 2 to 12 months. For this group of residents, each RTC bed serves an

TInformation provided by the Department of Human Services.
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average of three people per year. Ten percent of the long-term MI residents would
be more appropriately served in nursing facilities (see assumption c, below).
Therefore, 90 percent of the 400 individuals would be suitable for community
alternatives. This would require 1,080 community “slots” (400 x 90% x 3).

b. Occasional rehospitalization would be needed for people receiving community
support services. DHS experience with community support programs indicates a
hospitalization reduction of 60 to 70 percent. If current RTC beds represent
146,000 bed-days (400 beds x 365 days), about 30 percent of those bed-days will
still be needed (43,800 bed-days). The table below reflects those 43,800 days of
hospitalization at $460 per day in inpatient units of community hospitals. It is also
assumed that federal reimbursement will be available through modification of the
DRG payment system, or through a special MA contract that would allow payment
over current DRG rates.

¢. Needs assessment data indicated that the best setting for about 40 of the 1,080
people would be in community nursing facilities. The table below estimates their
cost at the current average maximum metro “K” rate of $122 per day for FY
1992, plus 5 percent inflation per year through FY 1995.

d. The table below assumes flexible funding to provide individualized services to the
individuals. Tt is assumed that the state will fully utilize federally reimbursable
options such as personal care attendants and home health services. It is assumed
that the average cost for MA-reimbursable services (including drugs and other
ancillary services) will be $50 per day. MA funds will be supplemented by state
and county funds to cover needs that are not MA reimbursable, estimated at an
average of an additional $30 per day. Both the MA and non-MA figures represent
total cost, and are reduced further by $10 each to reflect services currently being
paid for through emstmg programs for those times of the year when these
individuals are not in an RTC.

3. Assuming no cuts in current community capacity, annual costs to serve 400 current
RTC residents (about 40 percent of the current total of mentally ill individuals in
RTCs, excluding the Security Hospital) would be:

Estimated annual cost to provide community alter-

natives to 4060 RTC MI beds Total Cost State Share

MA Grants: Periodic rehospitalization in '

community hospitals $ 20,148,000 $ 9,268,080

MA Grants: Nursing facilities 2,061,962 948,503

MA Grants: Personal care, home health, day treat-

ment, other ancillary services 15,768,000 7,253,280

State MH Grants: Community support, housing, crisis

services 7,884,000 7,884,000

TOTAL $ 45,861,962 $ 25,353,863

Average cost per day per bed eliminated $314.12 $ 173.66
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4. Based on RTC FY 1992 per diems and MI census, the average systemwide per diem
for mentally ill individuals is $227.64, in state dollars. The state share cost for
community care is $174 per day. The difference is a savings of $7.8 million a year:

RTC cost: $227.64 x 400 x 365 = ($ 33,235,440)
Community cost: $173.66 x 400 x 365 = _$ 25,354,360
($ 7,881,080)

5. 'With closing of 400 RTC beds, a staff reduction at affected RTCs can be assumed.
Based on the state RTC employee bargaining unit Memorandum of Understanding,
employees can choose either another state job or enhanced severance pay. The
enhanced severance packages include: cash payoff up to $7,500; normal severance
(40 percent of sick leave); vacation payoff; uncontested unemployment claims; and
six months of state-paid portion of individual health insurance. The following
assumptions also apply:

a. For 400 MI beds, there are:

II Type of staff l FTEs | # of actual % % Full-time | Part-time
employees | fulltime | pari-time | employees | employees
Direct Care I 475 589 63% 37% 37 218
General Support || 60 66| 80% 20% 53 13
L TOTAL 424 231

b. Based on past experience, about 50 percent of employees can be expected to take
another state job; about 50 percent can be expected to take the enhanced

severance package.

c. Full-time employee severance package totals $18,000; part-time employee
severance package totals $12,000.

d. Calculation:
424 employees - 50% - $18,000 = $3,816,000
231 employees + 50% - $12,000 = $1,386,000
$5,202,000 severance cost
(first year transition cost)
Adding the severance cost to the first-year net savings of $7,881,080 reduces total
savings in the first year to $2,679,080.
ADDENDUM TO ANALYSIS OF RECOMMENDATIONS 3 and 4:
CORE staff prepared the last analysis based on data supplied by DHS. CORE staff then
provided a draft of this appendix to DHS staff prior to publication. As a result, DHS
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informed CORE that some of the original assumptions supplied by DHS were not entirely
correct. DHS also expressed concemn about the CORE comparison of RTC cost with
community cost. Subsequent to a meeting that included CORE, DHS and Department
of Finance staff, DHS determined that they would not be able to supply CORE with
updated information.

The issues discussed were:

Length of stay is probably longer than originally projected. The effect is that fewer
community slots would be needed, reducing the total cost of community care.

Although DHS originally stated that MA reimbursement for mentally ill individuals
in RTCs was negligible, the agency later stated that there was a measurable amount
of MA reimbursement. This has the effect of reducing RTC cost.

The estimated present cost of community care seems to be very low in original DHS
estimates. A revised estimate would have the effect of reducing the projected cost
of community care.

The cost of community service needed seems very high in the original DHS estimate.
The effect of a revised estimate would be a lower community care cost.

As a result of this discussion, CORE speculates that the net effect of these potential
changes could be a measurable increase in the projected savings.
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